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PXOWLOLPEPXOWLLQVWUXPHQWDOSUDFWLFHDWDQHDUO\VWDJHRILWVGHYHORSPHQW
 2QH0DQ%DQG
UREHUWVWLOOPDQFRPRQHPDQEDQG 

/LIH3DUWQHUV
DOVRVKRZVDUHODWLRQVKLSEHWZHHQSK\VLFDOPRYHPHQWDQGPXVLFDOJHVWXUH7KHUDQJHRIGUXPVRXQGV
IROORZVWKHVDPHORZWRKLJKVFKHPHDVWKHNH\ERDUGUDQJHORZVRXQGVRQWKHOHIWKLJKVRXQGVRQWKHULJKW
%HFDXVHVLGHVRIWKHERG\DUHOLQNHGWRWKHVHORZDQGKLJKUDQJHVDVHTXHQFHRIDFWLRQVPRYLQJIURPOHIWWRULJKW
ZLOOFUHDWHDFRUUHVSRQGLQJPXVLFDOVKDSHORZWRKLJKLQERWKWKHSLDQRDQGSHUFXVVLRQDWWKHVDPHWLPH
7KLVPLUURULQJRIOHIWWRULJKWDQGKLJKWRORZFRXOGVXJJHVWWKDWWKHHDUPLJKWDOVRKDYHDUROHWRSOD\LQ
GHWHUPLQLQJV\QFKURQL]HGWH[WXUHVLQRQHPDQEDQGPXVLF,QP\HDUO\H[SHULPHQWVZLWKWKLVPXOWLLQVWUXPHQWDOVHW
XSLWEHFDPHFOHDUWKDWRQHLQVWUXPHQWSLDQRRUGUXPVZDVRIWHQLQFOLQHGWRIROORZWKHRWKHU:KLOHWKLVFRXOGEHD
PDWWHURIQDWXUDOHDVHRISK\VLFDOFRRUGLQDWLRQLWLVDOVRSRVVLEOHWKDWRQHLQVWUXPHQWZDVLPLWDWLQJWKHUHJLVWUDO
YHUWLFDODQGSK\VLFDOKRUL]RQWDOPRYHPHQWRIWKHRWKHU7KLVFDQEHVHHQWRUHODWHWRZKDW$UQLH&R[
VPLPHWLF
K\SRWKHVLVSZKLFKDUJXHVWKDWPXVLFFRPSUHKHQVLRQLQYROYHVWKHOLVWHQHULPDJLQLQJDQGLQVRPHFDVHV
LPLWDWLQJWKHSK\VLFDODFWLRQVWKDWFUHDWHWKHPXVLFWRZKLFKKHRUVKHLVOLVWHQLQJLHTXLHWO\KXPPLQJRUWDSSLQJ
IHHWDORQJWRPXVLF7KLVLGHDDVVXPHVWKDWPXVLFDOJHVWXUHLVQRWQHFHVVDULO\LQVWUXPHQWVSHFLILFEXWWKDWWKH
H[HUWLRQG\QDPLFSSURGXFLQJDVRXQGRQRQHLQVWUXPHQWFDQEHFDQEHWUDQVODWHGLQWRDQHTXLYDOHQWPXVLFDO
DFWLRQDQGVRXQGRQDQRWKHULQVWUXPHQW&R[GHVFULEHVWKLVDVDQDPRGDOIRUPRILPLWDWLRQLQZKLFKD
PXVLFDOJHVWXUHPRWLYDWHVLPLWDWLYHUHSUHVHQWDWLRQVWKDWDUHQRWFRQILQHGWRWKHPRGDOLW\LQZKLFKWKH\DUH
SURGXFHGS
7KHWHQGHQF\IRUIHHWWRIROORZKDQGVRUYLFHYHUVDLQRQHPDQEDQGSHUIRUPDQFHFDQEHVHHQDVDQH[DPSOHRI
VXFKDPRGDORULQWUDPRGDOUHSUHVHQWDWLRQRIWKHVDPHPXVLFDOJHVWXUH$V&R[QRWHVWKLVSKHQRPHQRQ
FRXOGHLWKHUEHDSUDFWLFHGUHVSRQVHRUDJXWOHYHOUHDFWLRQ7KRXJK&R[
VK\SRWKHVLVDVVXPHVWZRGLVWLQFWSHRSOH
PXVLFLDQDQGOLVWHQHURUWZRPXVLFLDQVLWLVWUDQVODWDEOHWRWKHFLUFXPVWDQFHVRIRQHPDQEDQGLQWKDWWKHSOD\HU
RIWZRLQVWUXPHQWVLVERWKSOD\HUDQGOLVWHQHUDQGLVERWKSOD\LQJDQGUHDFWLQJ$VRQHLQVWUXPHQWIROORZVWKHRWKHU
WKHVDPHJHVWXUHLVVLPXOWDQHRXVO\WUDQVODWHGIURPRQHPXVLFDOVRXQGWRWKHRWKHUKHQFHWKHLPLWDWLYHUHODWLRQVKLS
EHWZHHQKDQGVDQGIHHW
$OWKRXJKWKHLQIOXHQFHRISK\VLFDODQGFRJQLWLYHSUHH[LVWLQJPRGHVRIRSHUDWLRQ%DLO\SSURGXFHGD
GLVWLQFWLYHUHVXOWLQHDUO\RQHPDQEDQGSLHFHVOLNH
/LIH3DUWQHUV
WKHPXVLFZDVVRPHZKDWODFNLQJLQYDULHW\)RU
WKLVUHDVRQP\ODWHUSUDFWLFHIRFXVHGRQGHYHORSLQJDPRUHGHOLEHUDWHFRQWURORIPXVLFDOPRYHPHQWFKDOOHQJLQJ
QDWXUDOWHQGHQFLHVLQRUGHUWRGHYHORSJUHDWHUPXVLFDOIOH[LELOLW\7KHJRDOZDVDKLJKHUGHJUHHRIDJHQF\RYHUWKH
UHODWLRQVKLSVEHWZHHQOLPEVDQGWKHLUFRUUHVSRQGLQJPXVLFDOIXQFWLRQV
7KLVRYHUODSVZLWKWKHQRWLRQRILQGHSHQGHQFHLQRWKHUPXOWLOLPELQVWUXPHQWDOSUDFWLFHV,QGHSHQGHQFHLVGHVFULEHG
E\9DQ6HWHUVDVIDFLOLW\ZLWKZKLFKGUXPPHUVLQSDUWLFXODUDQGSLDQLVWVFDQFRQWUROYDULRXVLQGHSHQGHQW\HW
FRPSOHPHQWDU\PXVLFDOHOHPHQWVH[HFXWHGE\LQGLYLGXDOOLPEVRUILQJHUVS6XFKWHFKQLTXHGRHVQRW
QHFHVVDULO\HQWDLOOLPEVZRUNLQJLQLVRODWLRQIURPHDFKRWKHU-RKQ5LOH\
VFRQFHSWRILQWHUGHSHQGHQFH5LOH\
SFLWHGLQ9DQ6HWHUVSEURDGHQVWKHFRQFHSWRIOLPELQGHSHQGHQFHWRLQFOXGHDPRUHFRPSUHKHQVLYH
PXOWLPRGDOLW\LQZKLFKHDFKOLPENQRZVH[DFWO\ZKDWWKHRWKHUVDUHGRLQJDQGKRZWKH\ZRUNWRJHWKHUQRW
LQGHSHQGHQWO\5LOH\SFLWHGLQ9DQ6HWHUVS6XFKIOH[LELOLW\DOORZVIRUDZLGHUUDQJHRI
SRVVLELOLWLHVIRUKRZOLPEVIXQFWLRQLQFRRUGLQDWLRQEDVHGPXVLFWHFKQLTXHV
0XFKRIP\RQHPDQEDQGSUDFWLFHKDVIRFXVHGRQDFWLYLWLHVWKDWZRXOGGHYHORSWKHFDSDFLW\WRHPSOR\P\KDQGV
DQGIHHWLQDPRUHFRQWUROOHGLQGHSHQGHQWZD\7KHSLHFH
/RRNLQJ*ODVV0XVLF
ZDVFRPSRVHGDVDQ
ªWXGH
IRU
RQHPDQEDQGDQGLQFRUSRUDWHVPXVLFDOFKDOOHQJHVVSHFLILFDOO\DLPHGDWWKHGHYHORSPHQWRILQWHUGHSHQGHQFH
:KHUHDVWKHHDUOLHUSLHFH
/LIH3DUWQHUV
IHDWXUHVV\QFKURQL]DWLRQVEDVHGXSRQWKHERG\
VLQWULQVLFPRGHVRI
RSHUDWLRQ%DLO\S
/RRNLQJ*ODVV0XVLF
V\VWHPDWLFDOO\FKDOOHQJHVWKHVHSUHH[LVWLQJWHQGHQFLHV
7KHVFKHPHRIWKHSLHFHLVEDVHGXSRQDVHULHVRIUHSHDWHGPXVLFDOVHTXHQFHVWKHILUVWSDUWRIDVHTXHQFH
HVWDEOLVKHVDSDWWHUQEHWZHHQWKHKDQGVDQGIHHWDQGWKHVHFRQGSDUWDOWHUVWKLVSDWWHUQ7KHIROORZLQJH[FHUSWIURP

/RRNLQJ*ODVV0XVLF
VKRZVKRZWKURXJKDVHULHVRIPXVLFDOYDULDWLRQVOLQNVEHWZHHQKDQGVDQGIHHWDUH
FKDOOHQJHGLQRUGHUWREXLOGLQGHSHQGHQFH
 2QH0DQ%DQG
UREHUWVWLOOPDQFRPRQHPDQEDQG 
6HTXHQFH7KHIHHWH[DFWO\
PLUURU
WKHPXVLFDOJHVWXUHRIWKHOHIWKDQGEDVV7KHWZRILJXUHVDUHUK\WKPLFDOO\
V\QFKURQL]HGDQGWKHGLUHFWLRQRIWKHOLQHVLVDOVRLPLWDWLYH7KHULJKWKDQGHPSKDVL]HVVWURQJEHDWV
6HTXHQFH7KHIHHWDQGULJKWKDQGFRQWLQXHDVLQEXWWKHOHIWKDQGEDVVVZLWFKHVLQYHUWLQJWKHILJXUHVRWKDW
WKHGLUHFWLRQLVH[DFWO\RSSRVLWHWRWKHIHHW7KHWZRDUHVWLOOUK\WKPLFDOO\V\QFKURQL]HG
 2QH0DQ%DQG
UREHUWVWLOOPDQFRPRQHPDQEDQG 
6HTXHQFH7KHKDQGVFRQWLQXHUK\WKPLFDOO\DVLQDQGEXWWKHIHHWFKDQJHSOD\LQJDFURVVUK\WKP7KHIHHW
DQGKDQGVDUHLQGHSHQGHQWZLWKUHJDUGWRUK\WKPDQGGLUHFWLRQ
,QWKLVH[DPSOHWKHGLVFUHSDQF\EHWZHHQWKHPDWHULDOLQWKHIHHWDQGKDQGVLQFUHDVHVZLWKHDFKUHSHWLWLRQRIWKH
VHTXHQFH:KLOHWKHUHVXOWLQJPXVLFJLYHVWKHVHQVHRILQGHSHQGHQFHEHWZHHQSDUWVWKHH[HFXWLRQRIVXFKILJXUHV
ZDVDFKLHYHGWKURXJKDGHYHORSHGDZDUHQHVVVLPLODUWR5LOH\
VQRWLRQRILQWHUGHSHQGHQFH,QRWKHUZRUGVHDFK
PXVLFDOHOHPHQW
VSHUIRUPDQFHLVPRUHHDVLO\H[HFXWHGZKHQLQIRUPHGE\DQXQGHUVWDQGLQJRILWVUHODWLRQVKLSWRWKH
RWKHU,QWKHFDVHRIWKHRQHPDQEDQGDQDZDUHQHVVRIERWKWKHIHHWDQGKDQGV
UHODWLRQVKLSWRVKDUHGSDUDPHWHUV
LQWKLVFDVHWHPSRLVFUXFLDO
,QDGGLWLRQWRLQFUHDVLQJP\FDSDFLW\WRSHUIRUPGLVWLQFWPXVLFDOVWUXFWXUHVVLPXOWDQHRXVO\LQWKHIHHWDQGKDQGV
EXLOGLQJLQGHSHQGHQFHDOVRJDYHPHWKHFDSDFLW\WRH[SORUHDPRUHG\QDPLFUHODWLRQVKLSEHWZHHQWKHSLDQRDQG
GUXPV:KHUHDVWKHHDUO\FRPSRVLWLRQ
/LIH3DUWQHUV
LVFKDUDFWHUL]HGE\WKHIHHWDQGKDQGVPLUURULQJHDFKRWKHU
GHYHORSLQJJUHDWHULQGHSHQGHQFHDOORZHGPHWRFUHDWHDZLGHUYDULHW\RIPXVLFDOWH[WXUHVXVLQJNH\ERDUGDQG
SHUFXVVLRQ7KHIROORZLQJYLGHRH[FHUSWIURP
6WDWLRQ:DJRQ,QWHULRU3HUVSHFWLYH,,%OXHV
LOOXVWUDWHVKRZDRQHPDQ
EDQGDUUDQJHPHQWFDQHPSOR\WKHSLDQRDQGGUXPVLQUROHVWKDWDUHDOWHUQDWLYHO\LQGHSHQGHQWFRPSOLPHQWDU\RU
LPLWDWLYH
21(0$1%$1'0$1,)(672_7+($(67+(7,&62)$872120<_35(6(17$7,21
&21&(57_678',23(5)250$1&(6_3$673(5)250$1&(6_$%287
 2QH0DQ%DQG
UREHUWVWLOOPDQFRPRQHPDQEDQG 
,QVWUXPHQWV7HFKQLTXHDQGWKH5ROHRIWKH)HHW
$VLQDOOPXVLFDOSUDFWLFHVWKHLQVWUXPHQWVHPSOR\HGLQWKHRQHPDQEDQGDQGWKHZD\WKHVHLQVWUXPHQWVDUHXVHG
LQSHUIRUPDQFHDUHFHQWUDOWRWKHVSHFLDOFKDUDFWHURIWKHUHVXOWLQJPXVLF9HUWHJDDODQG8QJYDU\FKDUDFWHUL]H
LQVWUXPHQWVDVWUDQVGXFHUVRISK\VLFDOSDUDPHWHUVSVLWXDWHGEHWZHHQWKHLQSXWRIFUHDWLYHLGHDVDQGWKHRXWSXW
RIVRXQG7KHSK\VLFDOVSHFLILFLW\RIDQLQVWUXPHQWLQGLUHFWUHODWLRQVKLSWRWKHERG\WKDWSOD\VLWZLOOOLNHO\KDYHD
GLUHFWLQIOXHQFHRQPXVLFDOVWUXFWXUHV%DLOH\7KLVLGHDKDVDSDUWLFXODUVLJQLILFDQFHLQWKHFDVHRIRQHPDQ
EDQGZKLFKPDNHVXVHRIDQRQVWDQGDUGLQVWUXPHQWDOVHWXSDQGWHFKQLTXH
7KHHPSOR\PHQWRIWKHIHHWWRGRWKHZRUNRIWKHKDQGVLQRQHPDQEDQGSHUIRUPDQFHKDVDVLJQLILFDQWLPSDFWRQ
WKHUHVXOWLQJPXVLF7KLVLVGXHWRWKHIHHWDQGKDQGV
YHU\GLIIHUHQWUDQJHVRIPRYHPHQWWKHKDQGVE\ZD\RIWKH
ZULVWVDQGILQJHUVFDQH[HFXWHYHU\GHWDLOHGTXLFNPRYHPHQWVRIZKLFKWKHIHHWJHQHUDOO\DUHQRWFDSDEOH$QRWKHU
VLJQLILFDQWDVVHWRIWKHKDQGH[SODLQHGLQGHSWKE\5LFKDUG6HQQHWLVLWVKLJKO\GHYHORSHGDELOLW\WRERWK
PDQLSXODWHDQGVHQVHWKHPDWHULDOZLWKZKLFKLWLVZRUNLQJ7KRXJKWKHIHHWKDYHVRPHFDSDFLW\IRUWRXFKLQPXVLFDO
WHFKQLTXHWKHLQIRUPDWLRQWKHIHHWUHFHLYHIURPWKHLQVWUXPHQWLVOHVVFRPSOH[WKDQZKDWWKHKDQGVFDQJDWKHU7KLV
VHQVHRIWRXFKLVLQFUHDVHGE\SOD\LQJVKRHOHVVDFRPPRQSUDFWLFHIRUGUXPPHUVDQGRUJDQLVWV
,QPDQ\RQHPDQEDQGFRQILJXUDWLRQVLQFOXGLQJP\RZQWKHIHHWWDNHRQPXVLFDOUROHVWKDWZRXOGQRUPDOO\UHTXLUH
WKHGH[WHULW\DQGWRXFKRIWKHKDQGVDQGILQJHUV7KRXJKP\IRRWRSHUDWHGSHGDOLVSHUKDSVOHVVZHOOVXLWHGIRU
SOD\LQJWKHVQDUHGUXPWKDQWKHKDQGRSHUDWHGVWLFNVIRUZKLFKWKHLQVWUXPHQWZDVGHVLJQHG,ZRXOGDUJXHWKDWWKH
VRXQGWKDWUHVXOWVIURPWKLVXQFRQYHQWLRQDOSDLULQJRIOLPEDQGLQVWUXPHQWLVLQWHJUDOWRRQHPDQEDQGPXVLF
9LHZHGREMHFWLYHO\WKHIRRWLVFDSDEOHRILWVRZQUDQJHRIPRYHPHQWVVRPHRIZKLFKWKHKDQGPD\EHLQFDSDEOHRI
UHSOLFDWLQJ,QDGGLWLRQWRZKDWWKHIRRWFDQGRZKDWWKHIRRWFDQ
WGRLVDOVRYDOXDEOHWKHHIIRUWUHTXLUHGRIWKHIRRW
WRSHUIRUPQXDQFHGKDQGRULHQWHGWHFKQLTXHLQIOXHQFHVWKHH[SUHVVLYHQHVVRIUK\WKPLQWKHUHVXOWLQJPXVLF-RHO
5\DQGHVFULEHVWKLVYDOXHRIVXFKHIIRUWLQLQVWUXPHQWDOWHFKQLTXH
(IIRUWLVFORVHO\UHODWHGWRH[SUHVVLRQLQWKHSOD\LQJRIWUDGLWLRQDOLQVWUXPHQWV,WLVWKHHOHPHQWRIHQHUJ\DQGGHVLUH
RIDWWUDFWLRQDQGUHSXOVLRQLQWKHPRYHPHQWRIPXVLF%XWHIIRUWLVMXVWDVLPSRUWDQWLQWKHIRUPDOFRQVWUXFWLRQRI
PXVLFDVLQLWVH[SUHVVLRQHIIRUWPDSVFRPSOH[WHUULWRULHVRQWRWKHJULGRISLWFKDQGKDUPRQ\$QGLWLVXSRQVXFK
WKDWPXFKRIPRGHUQPXVLFLQYHQWLRQLVIRXQGHGS
$XGLEOHHIIRUWLQWKHIHHW
VSHUIRUPDQFHRIWKHGUXPVKHOSVFUHDWHDGLVWLQFWLRQEHWZHHQWKHVRXQGRIFRQYHQWLRQDO
SHUFXVVLRQDQGWKHVRXQGRIIRRWRSHUDWHGSHUFXVVLRQ7KLVLVFRQVLVWHQWZLWKDFHQWUDOFRQFHUQRIP\RQHPDQEDQG
SUDFWLFHZKLFKLVWKHXQGHUVWDQGLQJDQGFXOWLYDWLRQRIRQHPDQEDQGPXVLFDVLWVRZQPXVLFDOVRXQGDVRSSRVHG
WRDQLPLWDWLRQRIDFRQYHQWLRQDOGUXPPHUDQGSLDQLVWSHUIRUPLQJWRJHWKHU
7KHUK\WKPLFXVHRIWKHIHHWLQP\RQHPDQEDQGVHWXSDOVRVXJJHVWVOLQNVWRRWKHUPRGHVRISHUIRUPDQFH,Q
GDQFHVW\OHVVXFKDV)ODPHQFR&ORJJLQJDQG7DSWKHIHHWSOD\DFHQWUDOUROHERWKLQWKHYLVXDODQGVRQLF
UHDOL]DWLRQRIUK\WKP7UDGLWLRQDOGDQFHVRI0DLGX1DWLYH$PHULFDQ,QGLDQVLQWHJUDWHGGDQFHDQGLQVWUXPHQWDO
WHFKQLTXHWKURXJKWKHXVHRIUHVRQDQWKROORZHGRXWORJVWKDWZHUHSOD\HGERWKWKURXJKGDQFHVWHSDQGZLWKVWLFNV
'HQVLPRUH0\XVHRIWKHIHHWLQRQHPDQEDQGSUDFWLFHFDQDOVREHUHODWHGWRWKHPRUHLQIRUPDODFWRI
WDSSLQJRQH
VIRRWLQWLPH:KLOH&R[FLWHVIRRWWDSSLQJRQWKHSDUWRIWKHOLVWHQHUDVDQH[DPSOHRIDVXEWO\
RYHUWHPERGLHGUHVSRQVHSWRPXVLFIRRWWDSSLQJRIWKHSHUIRUPHUDUJXDEO\IDOOVEHWZHHQFDWHJRULHVRI
DQFLOODU\PXVLFDOJHVWXUHVDQGDFWXDOVRXQGSURGXFLQJJHVWXUHV:DQGHUOH\,QWKHFDVHRISDUWLFXODUO\ORXG
IRRWWDSSHUVOLNH-HOO\5ROO0RUWRQ&KDUOHV0LQJXVDQG7KHORQLRXV0RQNIRRWWDSSLQJFRXOGEHFRQVLGHUHGWREH

SDUWRIWKHPXVLF
7KHIRRWGUXPPLQJLQRQHPDQEDQGLVDUJXDEO\UHODWHGWRWKLVPXVLFDOIRRWWDSSLQJLQWKHZD\
WKDWLWERWKHPERGLHVDQGVRQLFDOO\PDUNVPXVLFDOWLPH
([SUHVVLYH5K\WKPDQG2QH0DQ%DQG
 2QH0DQ%DQG
UREHUWVWLOOPDQFRPRQHPDQEDQG 
2QHRIWKHPRVWXQLTXHDVSHFWVRIRQHPDQEDQGSHUIRUPDQFHLVWKHDELOLW\WRV\QFKURQL]HPXVLFDOJHVWXUHVDFURVV
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